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1. EMBASSY HAS RECEIVED LETTER DATED JULY 4 PROM DR. KURT 
LOCHER, DIRECTOR OF SWISS TAX ADMINISTRATION, STATING 

THAT LOANS UNDER CFP PROGRAM CANNOT RPT CANNOT BE EXEMPTED 
FROM ANTICIPATORY TAX. DR. LOCHER POINTS OUT, HOWEVER, 

THAT UNDER SWISS-US DOBLE TAXATION CONVENTION ANTICIPA- 
TORY TAX CAN BE REDUCED TO FIVE PERCENT. 

2. FOLLOWING ARE SUBSTANTIVE PORTIONS OF DR. LOCHER'S 
LETTER: 

QUOTE 

THE GRANTING OP INTEREST BEARING LOANS BY THE 

EXIMBANK TO SWISS FINANCIAL INSTITUTIONS HAS THE FOLLOWING 

FISCAL CONSEQUENCES IN SWITZERLAND: 

QOUTE 

UNDER THE FEDERAL LAW ON STAMP DUTIES, LOANS EXTENDED BY 
THE EXIMBANK TO SWISS BANKS POR A PERIOD EXCEEDING TWELVE 
MONTHS ARE CONSIDERED AS DEPOSITS WITH DOMESTIC BANKS 
WHICH ARE SUBJECT TO THE CAPITAL ISSUE TAX OF 0.12 PERCENT 
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A TIME THE FEDERAL LAW ON STAMP DUTIES OE OCTOBER 4, 1917, 

IS STILL IN EORCE (ART. 1 1 PAR. 1(B), ART. 12 AND 14 

STAMP DUTY ACT). LOAN CONTRACTS CONCLUDED AFTER THE NEW 

FDERAL LAW ON STAMP DUTIES, APPROVED IN JUNE, 1973, BY 

THE FEDERAL PARLIAMENT, HAS COME INTO EORCE WILL BE EXEMPT 

FROM THIS TAX. 

QUOTE 

WITH RESPECT TO THE FEDERAL ANTICIPATORY TAX, INTEREST 
PAID BY SWISS BANKS TO THE EXIMBANK FOR CREDITS GRANTED 
UNDER THE CEF PROGRAM ARE TAXED AS CLIENT DEPOSITS AT A 
RATE OF 30 PERCENT (ART. 4 PAR. 1(D) ANTICIPATORY TAX 
ACT). HOWEVER, ACCORDING TO SWISS PRACTICE, AN EXCEPTION 
IS MADE FOR INTEREST FROM LOANS WHICH ARE GRANTED FOR A 
PERIOD NOT EXCEEDING TWELVE MONTHS; SUCH INTEREST ARE (SIC) 
EXEMPT PROM ANTICIPATORY TAX. 

QUOTE 

SINCE THE LEGAL BASIS FOR TAXING LOANS UNDER THE CFF 
PROGRAM IS GIVEN IS SEE NO POSSIBLITITY TO DEPART 
FROM THE RELEVANT LAWS OR TO ENLARGE (SIC) THE PRESENT PRACTICE 
BY EXEMPTING INTERBANK LOANS OF MORE THAN ONE YEAR DURA- 
TION FROM ANTICIPATORY TAX OR STAMP DUTIES. NEVERTHELESS, 

IT HAS TO BE BORNE IN MINDNTHAT THE ANTICIPATORY TAX ON 
SUCH INTEREST CAN BE REDUCED TO 5 PERCENT ACCORDING TO 
ARTICLE VII OP THE DOUBLE TAXATION CONVENTION BETWEEN 
SWITZERLAND AND THE UNITED STATES. END QUOTE 

3. EMBOPF DISCUSSED LETTER WITH DR. DANIEL LEUTHI OP 
SWISS TAX ADMINISTRATON WHO SAID THERE HAD APPARENTLY 
BEEN SOME MISUNDERSTANDING ABOUT LEGAL BASIS POR LEVYING 
ANTICIPATORY TAX ON CFP LOAN INTEREST. HE SAID THAT 
CERTAIN EXEMPTIONS WERE BASED ON ADMINISTRATIVE INTER- 
PRETATION OP ANTICIPATORY TAX ACT BUT APPLICATION OF TAX 
TO CFF INTEREST REQUIRED BY LAW. 

4. ALTHOUGH DR. LOCHER'S LETTER APPEARS TO GIVE A 
DEFINITIVELY NEGATIVE ANSWER TO QUESTION, DR. LEUTHI 
IMPLIED THERE MIGHT STILL BE SOME WAY TO RESOLVE PROBLEM. 

HE DECLINED TO BE MORE SPECIFIC ABOUT POSSIBLE SOLUTION 
BUT SAID THAT VISIT BY GEORGE DIETZ WOULD BE MOST USEFUL. 
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